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Economic growth is declining
throughout the world

GDP Growth of Top 5 U.S. Trading Partners

Percent
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Source: Blue Chip, Eurostat, Trading Economics; data through 2015 Q2
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The Chinese manufacturing sector is

China Manufacturing PMI
S

<

whd

3

o

|

o

|

+

o

Ln

X

()

<

c

[y

46 I T T T
Jan-14 Jul-14 Jan-15 Jul-15
—Markit —fifty —Official

AWB Source: Bloomberg, National Bureau of Statistics of China; data through September 2015
October 13, 2015
Slide 3 WASHINGTON STATE ECONOMIC AND REVENUE FORECAST COUNCIL




AWB
October 13, 2015

Slide 4

China’s 2015 & 2016 GDP growth
expected to be below 2014 rate

China GDP Growth
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Source: Blue Chip, Sep. 2015 forecast; IMF, Jul. 2015 forecast; World Bank, Sep. 2015 forecast
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The Eurozone economy is stuck in a
prolonged depression

Eurozone GDP

Index
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Unemployment
Rate:

Spain: 22.2
Greece: 25.2

Germany: 4.5

Youth
Unemployment
Rate:

Eurozone: 22.3
U.S.: 11.0
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European unemployment is much
higher than the U.S.

Eurozone and U.S. Unemployment
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Source: Eurostat, U.S. Bureau of Labor Statistics; data through September 2015
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WA exports to major trading partners
have slowed

Year over year growth in export value
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U.S. Economic Expansions since 1945

Economic Expansions, months
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Sources: NBER, ERFC September 2015 forecast
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Stock markets declined recently over
concerns about...

S&P 500 Closing Price
Although only
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stock or mutual 2150
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Single-family home prices are
treading water

Case Shiller Home Price Index, SA
Year-over-Year Percent Change

Percent
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Source: S&P/Case-Shiller; data through July 2015
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Economic growth appears to be
weaker than anticipated this quarter

U.S. GDP Growth

Percent
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mm History
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Source: ERFC September Forecast, Atlanta Fed, Economy.com
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The Unemployment Rate is Approaching
Pre-Recession Levels

Official (U3) Unemployment Rate
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Labor Force Participation
continues to decline

U.S. Labor Force Participation
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There was a shift to part-time
work during the recession

Full-time vs. Part-time Employment
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Low and medium wage occupations
experienced largest real wage decline

Percentage change in real wages by occupation, 2009-

2014
0.0% - T T r r
-1.0%
-2.0%
-3.0%
-4.0%
-5.0%
-6.0%
All Quintile1l Quintile2 Quintile3 Quintile4 Quintile5

occupations

Source: National Employment Law Project, data brief, Sept. 2015
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Job openings above pre-recession

levels
U.S. hires, job openings, layoffs (SA)
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Recessions often preceded by Fed
rate increases but with a lag

Effective Fed Funds Rate
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Source: St. Louis Federal Reserve, NBER; data through September 2015

WASHINGTON STATE ECONOMIC AND REVENUE FORECAST COUNCIL



Labor market continues to expand but
at slower pace than in 2014

Average monthly Net New Jobs, U.S.
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Recessions often preceded by an
increase in inflation but also with a

lag

CPI1

Year-over-Year Percent Change
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U.S. and Washington Economic
forecasts
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Oil prices are lower than in the June
forecast

Average Price of Crude Oil
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Source: DOE, ERFC September 2015 forecast; historical data through 2015Q2
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U.S. economic growth has been
slower than in past recoveries
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Job creation in the WA has also been
higher

Average monthly employment change
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Seattle area employment continues
to grow faster than the rest of the

state
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Source: Employment Security Department, ERFC; data through August 2015
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Washington has outperformed the

nation because of construction and
retail trade

Construction Retail Trade

Percent
Percent
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Source: BLS, Employment Security Department, ERFC; data through August 2015
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State personal income will grow
slightly faster than the U.S.

Difference in Personal Income Growth
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Growth in Washington residential
construction activity is expected
through 2019

Washington Housing Permits
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Revenue Forecast
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SB5052 significantly raises the
forecast for cannabis revenue

Cannabis Revenue
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Forecast:
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Quantity of usable cannabis sold through

licensed stores continues to increase

Quantity of Recreational Cannabis Sold at Retail Stores
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The price of cannabis has plummeted
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GF-S forecast revisions to the 2015-
17 biennium
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General Fund-State* forecast by
fiscal year

$billions General Fund-State Revenue
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GF-S revenue as a share of personal
income has been declining

Total General Fund-State Revenue as Percentage of
State Personal Income
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Conclusion

e Recent economic events have generally been
modestly negative

e The level of uncertainty in the forecast remains
elevated, with downside risks outweighing upside
risks

e The forecast is similar to the June forecast,
although oil prices are lower

e We expect the moderate pace of the economic
recovery to continue in both the U.S. and
Washington economies

e The modest pace of revenue collections is

expected to continue
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Questions

Economic & Revenue Forecast Council
1025 E. Union Avenue, Suite 544
Olympia WA 98504-0912
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October 13, 2015 www.erfc.wa.gov

: 360-534-1560
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